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1. H.M.TREASURY OPPICIAL, GEOPPREY FITCHEW, MADE POLLOW- 
ING INFORMATION AVAILABLE ON CHARACTERISTICS OP PROPOSED 
UK ASSISTANCE TO PORTUGAL: 

A. THE LOAN WILL BE POR US $20 MILLION AND BE SO DENOMI 
NATED; 

B. THE LOAN WILL BE A BALANCE OP PAYMENTS LOAN PROM HMG 
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MADE AVAILABLE BY THE MINISTRY OF OVERSEAS DEVELOP- 
MENT USING APPROPRIATED FUNDS; 

C. THE LOAN WILL HAVE A MATURITY OF SEVEN YEARS, BUT 
WITH AN INITIAL GRACE PERIOD, THE LENGTH OF WHICH IS 
STILL TO BE DETERMINED, ON THE REPAYMENT OF PRINCIPA 
BY PORTUGAL; 

D. THE LOAN WILL CARRY A FIXED INTEREST RATE AT 1-1/4 
PERCENT ABOVE THE MARKET RATE FOR SEVEN YEAR 
EURO-MONEY AT THE TIME OF THE SIGNING OF THE AGREE- 
MENT. (CURRENTLY THIS FORMULA WOULD GIVE AN INTEREST 
RATE OF 8-3/4 PERCENT); 

E. UK WOULD HOPE TO OPEN DISCUSSIONS ON A FORMAL 
AGREEMENT BEFORE THE END OF AUGUST. 

F. THE LOAN WILL BE DISBURSED IN TWO EQUAL INSTALMENTS, 
THE FIRST IN THE COURSE OF UK FINANCIAL YEAR 1977-78 
THE PRECISE DATE DEPENDING UPON THE CONDITIONS AT 

G. BELOW; THE SECOND IN THE COURSE OF UK FINANCIAL 
YEAR 1978-79, THE PRECISE DATE TO BE DETERMINED IN 
CONSULTATION WITH THE GOVERNMENT OF PORTUGAL. 

G. THE FIRST INSTALMENT WOULD BE CONDITIONAL ON THE INI 
TIATION OF NEGOTIATIONS BETWEEN THE GOVERNMENT OF 
PORTUGAL AND THE IMF FOR A STAND-BY AGREEMENT 
COVERING THE SECOND CREDIT TRANCHE; THE SECOND WOULD 
BE CONDITIONAL ON PORTUGAL HAVING REACHED SUCH AN 
AGREEMENT AND ON HER ECONOMIC POLICIES BEING IN CON- 
FORMITY WITH THAT AGREEMENT AT THE TIME OF THE 
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DISBURSEMENT. 

2. FITCHEW IS CURRENTLY ON VACATION. WE HAVE THEREFORE 
BEEN UNABLE TO OBTAIN FURTHER DETAILS ON ANY DISCUSSIONS 
UK MIGHT HAVE HAD WITH PORTUGAL DURING THE PAST WEEK. 

3. FITCHEW HAS SPECIFICALLY ASKED WHAT INFORMATION MAY B 

AVAILABLE ON OTHER COUNTRIES' LENDING PROPOSALS TO PORTU- 
GAL. PLEASE ADVISE. STREATOR 
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